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The Year at a Glance 

Years Ended February 28, 

1967 1966'*‘* 

Net Sales. 

$27,940,115 

$25,548,899 

Earnings Before Federal Income Taxes ... 

1,962,334 

1,600,410 

Federal Income Taxes. 

838,000 

658,500 

Net Earnings. 

1,124,334 

941,910 

Earnings Per Share. 

.93* 

.77* 

Shareholders’ Equity. 

8,858,433 

7,890,835 

Shareholders’ Equity Per Share. 

7.34* 

6.46* 

Cash Flow. 

2,252,701 

1,976,990 

Cash Flow Per Share. 

1.87* 

1.62* 

Based on shares outstanding at end of year. 

Adjusted to reflect change in method of accounting for cost of locations 

purchased. 
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PRESIDENT’S MESSAGE 


Dear Shareholder: 

February 28, 1967 marked the end of our fifth full year as 
a publicly owned company. It was the best year in our history. 
These were the results and highlights: 

NET EARNINGS climbed about 19 per cent to $1,124,334 or 
93 cents a share compared with last year’s $941,910 or 77 
cents a share, again setting a new record. 

SALES totaled $27,940,115, an increase of about 9 per cent 
over last year's total of $25,548,899, the eighth consecutive 
record year. 

A $3,500,000 LOAN obtained from Teacher’s Insurance and 
Annuity Association of America supports our growth plans 
and objectives. 

ACQUISITION of Market Vending Co. of Detroit, with annual 
volume of approximately $3,500,000 extended our marketing 
area, opening a new source of sales and earnings potential 
for the company. 

RETURN ON SALES was four per cent reflecting our continu¬ 
ing emphasis on profit responsibility and cost controls 
throughout our organization. We are a leader In our industry 
in this respect. 

Five Year Goals Met 

It Is necessary to look beyond these highlights to under¬ 
stand the progress the company is making. The year was a 
milestone In terms of the goals we set for the company five 
years ago. 

We have met our five year goals. Sales have almost doubled. 
Cash flow has more than doubled and earnings are more than 
2.6 times the $430,133 earned during the year ended Febru¬ 
ary 28, 1962. Our financial position has never been more 
sound. Shareholder equity of $7.34 is 1.8 times the amount 
of five years ago. 

Good Position 

With our five year financial goals accomplished and a mat¬ 
ter of record, we are today In better condition than ever before 
in our history for continuing accelerated growth. 

Our long-term $3,500,000 loan from Teacher’s Insurance 
provides us available funds to continue our active acquisition 
program. We believe that the loan Is particularly significant 
in that it represents confirmation and confidence by a highly 
knowledgeable outside source of the direction the company 
is taking and the progress we have made. 

We are today a leading source of professional service in 
the mass feeding and vending markets, diversified in several 
distinct but related areas of growth potential in a growing 
number of metropolitan areas. 

We are a food service organization, providing professional 
food systems for a growing number of industrial and institu¬ 
tional locations; we are vending operators offering a complete 
line of products such as cigarettes, candy, hot and cold drinks 
and other Items through vending machines; we are whole¬ 
salers of cigarettes and tobacco products, confections, pat¬ 
ent drugs and sundry Items; we are distributors of sanitary 


napkins, packaged for sale through vending machines in 
every state in the nation. In addition to distributing our own 
proprietary product called Gards, we have an exclusive fran¬ 
chise with Tampax and we are one of the few such franchised 
distributors of Kotex. 

Each of these activities represents a distinct opportunity 
for profitable growth and progress. Planned diversification 
has been an important part of our acquisition program. 

In each of these activities we offer low-cost, pre-sold con¬ 
sumable items in demand In all kinds of economic weather. 
We supply products of demonstrated demand — with the flex¬ 
ibility to change a product or brand to meet consumer demand 
at no significant expense to us. This is a strong factor In our 
unbroken string of earnings increases. 

We are confident that we can continue our established 
growth patterns. We are today In a better position than ever 
before in our history to move rapidly ahead. 

Accelerating Growth 

An expanding population, the continuing trend toward con¬ 
centration of population and the increase In leisure time of 
the work force make growth a normal, attainable expectation 
for our company but we plan to accelerate this growth 
through deeper penetration of existing markets, opening new 
markets through acquisition and by offering to the public 
whatever it demonstrates a desire to buy and which can be 
sold profitably through vending machines. 

Starting from a Cleveland base six years ago we have 
expanded as a major supplier of products and services into 
six metropolitan markets. We entered the Michigan market in 
January, 1967 through acquisition of Market Vending Co. 
which has a good position in the Detroit market and from 
this base we can now expand into the entire Michigan market. 

We are now looking at several situations outside our pres¬ 
ent operating area. 

We have planned carefully ahead and have built an organi¬ 
zation capable of supporting our growth plans. Every level of 
our management team has been built to enable us to realize 
the potential we see ahead. 

I urge all shareholders to study the financial sections of 
this report for a proper assessment of the progress we have 
made. It is the key to our future potential. 

On behalf of management, I want to take this opportunity 
to extend our sincere gratitude to ail our employees, share¬ 
holders and customers for the contributions they have made 
to our progress. 

The current year is off to a good start for us and I feel that 
we will again establish new records in sales and earnings 
for the year. 

Sinc^ly, 

touts B. Golden, 

President 
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BACKGROUND FOR PROGRESS 
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Our profitable growth in past year reflected our con¬ 
tinuing emphasis on each of the diversified elements of 
our business. 

We are directing strong sales efforts at the mass feeding 
market, recognizing that this area of our operation holds our 
strongest growth potential. We aggressively sell our food 
services to industry, institutions and schools ... the large 
consumers of our type of food services. 

We are providing the complete range of food services — 
completely automatic, completely manual and a combination 
of the two which we call **Rapid Line.'’ 

Each type of service has its specific^se and purpose for 
its own market and in all cases we are in a position to recom¬ 
mend to the potential customer the type of iervice best 
suited to his particular needs. 

Food for our auto|^tic cafeterias is prepared and packaged 
in company-owned commissaries, while in our manual cafe¬ 
terias food is prepared by our employees on the client's prem¬ 
ises and served by us in the traditional over-the-counter style. 

In the large manual cafeteria locations we service, we are 
prime contractors for the supplementary vending services as 
well as the food. 

We stress quality of product, machines and service in all 
aspects of our business. We sell our food service in part on 
the basis that we provide strong local management to ensure 
this quality and service. We say, "Service is Our Business" 
and our performance demonstrates it. Recognition of this 
fact in our marketing areas is a continuing source of re¬ 
ferral business. 

Our over-all food service growth has been substantial and 
we are now the exclusive source of food service in approxi¬ 
mately 175 locations. 

Broad Vending Base 

While our growth in feeding indicates substantial progress 


we are continuing our long-established practice of aggres¬ 
sively soliciting business in the so-called "street" locations, 
recognizing that this type of business has p^vided us with 
the broad and substantial base for expansion. 

By "street" locations we mean motels and hotels, restau¬ 
rants, taverns, amusement parks, golf courses, bowling lanes 
and public facilities of all types. Through machines in these 
locations, we offer the low-cost, pre-sold items in daily de¬ 
mand by the American public year after year. These "street" 
operations strongly stabilize our company and we are able 
to count on steady, continuous growth in this segment of 
our business. 

We now have approximately 17,000 machines filling con¬ 
sumer needs throughout our marketing areas. 

In our wholesaling business and in our role as national 
franchise distributors of sanita^ napkins we are also pro¬ 
viding products in daily demand year after year with steady, 
continuing growth a normaT'oxpMtation. 


Behind the Machines 


Over the years we have built a management teihiv-at all 
levels of our operation capable of supporting our growth and 
objectives. This management team, trained in our expansion 
pattern, is one of the keys to our ability to move into new 
marketing areas and impose over an existing vending struc¬ 
ture our own planned formula for expansion. It has been — 
and will continue to be — the key to success in our acqui- 
si^on program. 

In a rapidly growing Tmt^try that last year exceeded $4 
billion —^exclusive of manuai>f^ding — this management 
team of highly qualified vending bhli food service people is 
an asset of enormous importance to 


They will provide the capabilities for the bi^pany to open 
up new markets, increase our penetration of existing markets 
and they give us the flexibility to step quickly intb iireas 
that hold good profitable potential for our company. 
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In our manual operations, food, prepared by our 
employees on the client's premises, is served by 
our employees in the traditional over-the-counter style. 
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Completely automatic cafeterias are an important 
part of the complete food service program we offer. 

In all cases we are in a position to recommend the type of 
food service best suited to a particular situation. 


A manual cafeteria installation, in combination with 
vending machines, has gained widespread acceptance and 
offers many economical advantages to our clients. 
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American Automatic Vending 

Consolidated 


ASSETS 

Feb. 28, 

Feb. 28, 


1967 

1966 

Current Assets 



Cash . 

$ 1,925,571 

$ 1,028,537 

Savings certificates . 

1,000,000 


Trade receivables. 

474,708 

410,721 

Other advances and receivables. 

109,692 

86,607 

Merchandise inventory — lower of cost or market. 

1,886,327 

1,497,953 

Advances on customer commissions. 

905,234 

831,648 

Prepaid expenses. 

303,414 

312,964 

TOTAL CURRENT ASSETS. 

$ 6,604,946 

$ 4,168,430 

Other Assets. 

$ 325,691 

$ 349,466 

Property and Equipment — on the basis of cost 



Land, buildings and leasehold improvements. 

$ 524,561 

$ 299,580 

Vending equipment. 

7,721,499 

6,455,839 

Other equipment. 

836,641 

788,027 


$ 9,082,701 

$ 7,543,446 

Less accumulated depreciation and amortization. 

4,517,872 

3,805,878 


$ 4,564,829 

$ 3,737,568 

Intangibles — at cost (Note B). 

$ 6,027,766 

$ 5,618,573 


$17,523,232 

$13,874,037 

See Notes To Financial Statements 
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Corporation and Subsidiaries 

balance Sheets 


LIABILITIES AND SHAREHOLDERS’ EQUITY 

Feb. 28, 

Feb. 28, 


1967 

1966 

Current Liabilities 



Current portion of long-term notes payable. 

$ 492,000 

$ 1,060,511 

Short-term notes payable. 

55,253 

87,000 

Trade accounts payable. 

1,009,017 

845,474 

Other payables and accrued expenses. 

1.364,111 

451,246 

Federal income taxes (Note C). 

1,202,714 

938,958 

TOTAL CURRENT LIABILITIES. 

$ 4,123,095 

$ 3,383,189 

Long-Term Debt (Note D) 



Notes payable to bank. 

$ 3,240,500 

$ 3,583,511 

Notes payable to others. 

1,600,000 



$ 4,840,500 

$ 3,583,511 

Less current portion shown above. 

492,000 

1,060,511 


$ 4,348,500 

$ 2,523,000 

Deferred Federal Income Taxes (Note E). 

$ 193,204 

$ 77,013 

Contingent Liabilities (Note F) 



Shareholders Equity (Note G) 



Common shares, no par value: 



Authorized 2,000,000 



Issued 1,274,249 (1,274,149 at Feb. 28, 1966) . . . 

$ 637,124 

$ 637,074 

Additional paid-in capital. 

3,075,505 

3,075,055 

Retained earnings (Note B). 

5,550,328 

4,486,684 


$ 9,262,957 

$ 8,198,813 

Less cost of 68,140 common shares held in treasury 



(52,465 at Feb. 28, 1966). 

404,524 

307,978 


$ 8,858,433 

$ 7,890,835 


$17,523,232 

$13,874,037 

See Notes to Financial Statements 
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American Automatic Vending Corporation 
and Subsidiaries 

Consolidated Statements of Earnings and Retained Earnings 


EARNINGS 

FOR YEAR ENDED 

FOR YEAR ENDED 


February 28, 

February 28, 


1967 

1966 

Revenues 



Sales. 

$27,940,115 

$25,548,899 

Other income. 

176,094 

169,948 


$28,116,209 

$25,718,847 

Costs and Expenses 



Cost of merchandise sold. 

$17,618,346 

$16,727,402 

Selling, administrative and other operating expenses. 

7,317,036 

6,200,465 

Depreciation and amortization. 

1,001,983 

989,349 


$25,937,365 

$23,917,216 

EARNINGS FROM OPERATIONS. 

$ 2,178,844 

$ 1,801,631 

Other Deductions — Net 



Interest expense. 

$ 234,202 

$ 226,226 

Miscellaneous, net. 

( 17,692) 

( 25,005) 


$ 216,510 

$ 201,221 

EARNINGS BEFORE FEDERAL INCOME TAXES. 

$ 1,962,334 

$ 1,600,410 

Federal Income Taxes — estimated (Note C). 

838,000 

658,500 

NET EARNINGS. 

$ 1,124,334 

$ 941,910 

Net Earnings Per Share. 

$ .93 

$ .77 

RETAINED EARNINGS 



Balance at Beginning of Year 



As previously reported to stockholders. 

$ 3,629,747 

$ 2,900,601 

Retroactive change in accounting for cost of locations 



(Notes B and C). 

856,937 

705,537 

As revised. 

$ 4,486,684 

$ 3,606,138 

Net Earnings. 

1,124,334 

941,910 


$ 5,611,018 

$ 4,548,048 

Cash Dividends — $.05 Per Share. 

60,690 

61,364 

Balance at End of Year. 

$ 5,550,328 

$ 4,486,684 

See Notes to Financial Statements 
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Notes to Financial Statements 
February 28, 1967 


Note A — Principles of Consolidation, Acquisitions 

All of the Company's subsidiaries are wholly-owned and their 
accounts are included in the consolidated financial statements. 
During the year the Company acquired the net assets of two 
companies and the results of operations of these companies 
are included in the earnings statement from their respective 
dates of acquisition. 

Note B » Intangible Assets 

The amount shown for intangible assets consists of the 
following: 

Cost of locations purchased $4,890,204 

Goodwill 1,117,186 

Other 20,376 

$6,027,766 


The Company this year discontinued the practice of charging 
current operations with the allocated acquisition costs of loca¬ 
tions as individual locations were lost, and adopted the com¬ 
mon industry practice of considering the acquisition costs of 
locations as an area totality not allocable to individual loca¬ 
tions. Had the old practice been In effect, net earnings for the 
year would have been decreased by approximately $132,000. 

The earnings statement for the year ended February 28, 1966, 
has been revised to reflect the change in the method of 
accounting for the acquisition cost of locations. The revision 
increases the net earnings previously reported for that year 
by approximately $151,000. Retroactive adjustments to reflect 
these changes applicable to the years prior to March 1, 1965, 
have been credited to retained earnings. 

Cost of locations purchased and Goodwill are not being 
amortized. 

Note C — Federal Income Taxes 

Subsequent to statement date the proposed disallowance by 
the Internal Revenue Service of the deduction for locations lost 
was settled for all years through February 28, 1966, and the 
additional income tax and interest due is reflected in the 
liabilities at the end of the year. The earnings statement for 
the year ended February 28, 1966, has been restated to reflect 
the increased tax and interest expense for that year. 

The increased expense for prior years was charged to re¬ 
tained earnings. 

Note D — Long-Term Debt 

During the year ended February 28, 1967. the Company 
borrowed (1) $1,000,000 from a bank and (2) $1,500,000 from 
an institutional investor. A description of the long-term debt 
outstanding at February 28, 1967. follows: 

a) A 6% note to a bank payable in monthly installments 
of $33,500 thru January 15. 1970, $41,000 from February 15. 
1970, thru January 15. 1971, $50,000 from February 15, 1971, 
thru December 15, 1971, with the balance of $46,000 due 
January 15, 1972. 


b) A note to a bank payable in quarterly installments of 
$10,000 thru June 30, 1972, and quarterly installments of 
$95,000 from September 30. 1972, thru June 30, 1974, with 
interest at 1% above the prime bank rate In effect from time 
to time, but not in excess of 6V^%. 

c) A 6 V 2 % note to an institutional investor payable in annual 
installments of $320,000 beginning June 1, 1972. The Company 
borrowed $1,500,000 during the year and is committed to 
borrow an additional $2,000,000 before February 28, 1968. 
This note was issued with warrants to purchase 43,000 com¬ 
mon shares at $7 per share, and provides that warrants to 
purchase an additional 57,000 common shares at $7 per share 
are to be issued when the additional funds are borrowed. 

d) A 5*^% note incurred in connection with the purchase 
of the two businesses payable In quarterly installments of 
$12,500 beginning June 1. 1967, with the final payment due 
March 1, 1969. 


The debt agreements contain restrictions on the Company 
with respect to maintenance of working capital, payment of 
cash dividends and use of cash for purchase or redemption of 
Its common shares. The total cash used for dividends and pur¬ 
chase or redemption of shares cannot exceed $500,000 plus 
one-half of the Company’s net income after September 1, 1966. 

The aggregate maturities of the long-term debt for the five 
years subsequent to February 28. 1967 are as follows: 

Due During the Year 

Ended February 28, Amount 


1968 

1969 

1970 

1971 

1972 


$492,000 

492,000 

449,500 

541.000 

586,000 


Note E — Deferred Federal Income Taxes 

The Company uses for federal income tax purposes only, 
the declining balance method of depreciation for equipment 
purchased since March 1, 1965. The rciduction in federal income 
taxes resulting from this policy has been deferred and will 
be payable when book depreciation on these items exceeds 
tax depreciation. 


Note F — Contingent Liability 

In connection with its purchase of businesses, the Company 
may become obligated to pay the sellers additional amounts 
up to an aggregate of $150,000. 

Note G -> Stock Options 

Under the Company’s qualified stock option plan 59,900 
common shares are reserved for issuance to key employees at 
not less than market value on the dates options are granted. 
Options are exercisable after two years from grant date to the 
extent of one-third of the shares in each of the next three years 
and expire five years from date of grant. During the year no 
options were granted, options for 100 shares were exercis^ 
and options for 1.200 shares expired. Options for 38,200 shares 
at $5 per share were outstanding at February 28, 1967. 


Certified Public Accountants’ Opinion 


To: 

The Board of Directors and Shareholders 
American Automatic Vending Corporation 

We have examined the consolidated balance sheet of 
American Automatic Vending Corporation and Subsidiaries at 
February 28, 1967, and the related consolidated statements of 
earnings and retained earnings for the year then ended. Our 
examination was made in accordance with generally accepted 
auditing standards.and accordingly included such tests of the 
accounting records and other auditing procedures as we con¬ 
sidered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet 


and consolidated statement of earnings and retained earnings 
present fairly the consolidated financial position of American 
Automatic Vending Corporation and Subsidiaries at February 
28, 1967, and the consolidated results of their operation for 
the year then ended in conformity with generally accepted 
accounting principles applied on a basis consistent with that 
of the preceding year, after giving retroactive effect to the 
change in accounting for location costs, which we approve, as 
explained in Note B to the financial statements. 


Cleveland. Ohio M. Givelber & Co. 

April 28, 1967 Certified Public Accountants 
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Years Ended February 28 (Note 1) 


SIX 

YEAR 

FINANCIAL 

SUMMARY 


Current Assets 
Current Liabilities 

Working Capital 
Fixed Assets — Net 
Other Assets 

Total 

Long Term Debt & Deferred Credits 
Shareholders' Equity 
Shareholders’ Equity Per Share 
Number of Shares Outstanding 
Sales 

Earnings Before Federal Income Taxes 
Provision for Federal Income Taxes 
Net Earnings 
Net Earnings Per Share 
Cash Flow 
Cash Flow Per Share 

NOTE 1 ~ Figures for years ended February 28, 1962 to 1966 
inclusive have been revised to reflect a change in the method of 
accounting for cost of locations purchased. 


1967 


$ 6,604,946 
4,123,095 


$ 2,481,851 
4,564,829 
6,353,457 


$13,400,137 

4,541,704 


$ 8,858,433 


$ 7.34 


1,206,109 


$27,940,115 


$ 1,962,334 
838,000 


$ 1,124,334 


$ .93 


$ 2,252,701 


$ 1.87 
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1966 



1965 



1964 

1963 

1962 

$ 3,728,739 


$ 2,855,157 


$ 2,110,445 

2,116,615 


2,052,226 


1,542,644 

$ 1.612.124 


$ 802,931 


$ 567,801 

2.998.864 


2,776,211 


2,530,203 

5,381,254 


4,997,204 


4,002,187 

$ 9,992,242 


$ 8,576,346 


! $ 7,100,191 

3,432,257 


2,697,228 


1,851,398 

$ 6,559,985 


$ 5,879,118 


$ 5,248,793 

$ 5.15 


$ 4.61 


$ 4.12 

1,274,149 


1,274,149 


1,274,149 

$22,456,155 


$20,016,876 


$14,357,776 

$ 1,220,147 


$ 1,209,946 


$ 835,150 

522,954 


593,485 


405,017 

$ 697.193 


$ 616,461 


$ 430,133 

$ .55 


$ .48 


$ .34 

$ 1,554,545 


$ 1,395,174 


$ 941,815 

$ 1.22 


$ 1.09 


$ .74 







13 

























































































































Board of 
Directors 


^LOUIS B. GOLDEN I 

President 

GEORGE B. GOLDEN ’ ^ 

Executive Vice President 

SAM W. KLEIN 
Vice President 

HARRY GOMETZ 
Vice President 

DAVID J. GOLDEN 
Treasurer 

PHILMORE J. HABER 

Partner, Burke, Haber & Berick 

ROBERT L. HAYS 

Partner, McDonald & Company 

GEORGE F. PRYOR 

Retired, former Vice President 
The Cleveland Trust Company 

ROBERT S. REITMAN 

Vice President / Secretary 
Partner, Burke, Haber & Berick 

REGISTRAR AND 

TRANSFER AGENT: 

The Union Commerce Bank, 
Cleveland, Ohio 

GENERAL COUNSEL: 

Burke, Haber & Berick, 
Cleveland, Ohio 



LOUIS B. GOLDEN 
President 

GEORGE B. GOLDEN 
Executive Vice President 

JERRY G. GARDNER 
Vice President 

HARRY GOMETZ 
Vice President 

IRVING L. KAPLAN 
Vice President 

SAM W. KLEIN 
Vice President 

HERMAN V. MARKMAN 
Vice President 

ROBERT E. MULLANE, JR. 
Vice President 

ROBERT S. REITMAN 
Vice President / Secretary 

DAVID J. GOLDEN 
Treasurer 


Principal 

Subsidiaries 


Ace Tobacco Company 
Cleveland, Ohio 

Ace Vending Company 
Columbus, Ohio 

American Product Development 
Company Cleveland, Ohio 

American Vending Sales Company 
Cleveland, Ohio 

Butler County Vending Company 
Hamilton, Ohio 

Emsiee Products Company 
Cleveland, Ohio 

Hospital Specialty Company 
Cleveland, Ohio 

Industrial Vending Company 
Cleveland, Ohio 

Market Music Company 
Detroit, Mich, 

Market Vending Company 
Detroit, Mich. 

Robot Services Company 
Detroit, Mich. 

Star Vending Company 
Toledo, Ohio 

Stern Amusement Company 
Cincinnati, Ohio 

Stern Music Company 
Cincinnati, Ohio 

Stern Vending Company 
Cincinnati, Ohio 

Swifty Food Company 
Cleveland, Ohio 
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